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I”!f."i*N=LAL STATEMENTS AND PERFORMANCE 



The Auditor-General’s responsibili^ 


As required by section 188 of the Constitution of the Republic of South Africa, 1996 read 
with section 4 of the Public Audit Act. 2004 (Act No. 25 of 2004) (PAA). my responsibility 
IS to express an opinion on these financial statements based on my audit. 


4. I conducted my audit in accordance with the International Standards on Auditinq read 
with General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 
2008. Those standards require that I comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 


5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judpment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the puipose of expressing an opinion on the effectiveness of 
the entity s internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

^ ^ Statement of Generally Recognised Accounting Practice 

G RAP 1 Presentation of Financial Statements requires that financial reporting by entities 
® whether resources were obtained and used in accordance 
with the legally adopted budget. As the budget reporting standard is not effective for this 
financial year, I have determined that my audit of any disclosures made by the Emfuleni 
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disclosure requirement. 

7. I believe that the audit evidence 1 have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 


Basis for qualified opinion 


8. Property, plant and equipment to the value of R25 506 294 i dentified in the fixed as set 
register could not be physically verified. Consequently, property, plant and equipment 
v^OVeTsfateff¥y 

9. Items of property, plant and equipment amounting to approximately R18 243 412 could 
not de creed to the fixed asset register. Management was 'in a process of ide ntic such 
asseWar^to also quantify the exact error, t was therefore unable to verify the 
coffipliteness and valuation of property, plant and equipment. 


Property, plant and equipment 


10. The municipality did not cornply w it h the r eq uir ements of Generally Recognised 
Accounting Practice 17 (C3f^P 17) regarding the initial recognffi^^ 

measurement of property, plant and eq The assessment of the remai ning useful 

llveSTTBSWua rvl iuesIipdJmpalrrDenlPlassete wasjotp ^ ^ Furthermore, property 

pianfarWe^ipment was also not componentised. The total impact of the error could not 
be quantified. ” 

11. Contrary to Generally Recognised Accounting Practice 16 (GRAP 16), property hejdjp 
earn rental income was incorrectly classified as property, p4ant and equipment. As a 
resOl, property plant and equipment was overstated while investment property was 
understated. Due to management still in process of complying with fixed asset 
management reforms, the full extent of the error could not be quantified. 

12. In terms of Generally Recognised Accounting Practice 102 (GRAP 102), Intangible 
assets should be disclosed separately on the Statement of Financial Position. However 
intangible assets were incorrectly disclosed under property, plant and equipment. 
fhereforeTproperty, pTant^and¥quTprnenf wer¥oversfatMan¥’1ntarigffile'''assi^^^ 
understated. 


Inventory 

13. Vacant land held for sale must be accounted for in terms of Generally Recognised 
Accounting Practice 12 (GRAP 12), and must therefore be disclosed under the inventory 
account balance. Vacant land to the value of R186 077 064 was recorded and disclosed 
under the property, plant and equipment. Due t o lac k of supp o rt i ng d ocumentatio n, the 
land held for s ale which should have been accpuoted foi asJrwentory.CQU^ be 
quaitiiiidrTherefore property, plant W were overstated while inventory was 

understated. 


Employee benefit obligation 

14. As reported in the prior year, the municipality did not a cco u n t for any post retirem ent 
medica l b e ne f its as required by International Accounting Standards 19 (IAS 19), 
Employee benefrts. I am therefore unable to satisfy myself as to the valuation and 
completeness of the post retirement medical benefit obligation of the municipality. 
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Realisation of Eskom contingencies 
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Included in note 34 to the financial statements, is a contingent liability amounting to 
approximately R183 060 288 supported by related contingent assets amounting to 
approximately R117 399 999. 
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Ongoing monitoring and supervision are not undertaken to enable an assessment of the effectiveness of 
internal control over financial reporting. 

1 

Neither reviews by internal audit or the audit rommittee nor self -assessments are evident. 

2 

Internal control deficiencies are not identified and communicated in a timely manner to allow for corrective 
action to be taken. 
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Non-compliance with applicable legislation 

Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 

(MFMA) 

24. The municipality did not comply with section 65(2)(e) of the MFMA as money owing by 
the municipality was not always paid within 30 days of receipt of the relevant invoice or 
statement. 

25. The municipality did not comply with section 129(1) of the MFMA as the council did not 
consider the annual report of the municipality and did not adopt an oversight report within 
two months from the date on which the annual report was tabled in the council in terms of 
section 127. 


Local Government: Municipal Systems Act, 2000- (Act No. 32 of 2000) (MSA) 

26. The required declarations of interests for all councillors were not maintained as required 
by section 5(a) of Schedule 1 of the MSA. 










27. As reported previously, the income from exempt and zero-rated supplies was not always 
declared on the VAT 201 forms. 




reference. 


• The audit committee substantially fulfilled its responsibilities for the year, as set out 
in section 166(2) of the MFMA. 

Internal audit ~~ ^ ^ _ ___ 

» The municipality had an internal audit function in operation throughout the financial 
year. 

• The internal audit function operates in terms of an approved internal audit plan. 

• The internal audit function substantially fulfilled its responsibilities for the year as set 
out in section 165(2) of the MFMA. 






33. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality, prepared by the municipality in 
terms of section 46 of the Local Government: Municipal Systems Act, 2000 (Act No. 32 of 
2000) (MSA). 
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Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008. 









Development objectives in the IDP not aligned to the SDBIPS 

41. The d e v elopm enlobiectives per the Integrated Development Plan (IDP) were net aligned 
tojh® SeMce. Delive,ryBudget.lmptemeoManIBaasISBBIP^^ Accordingly, t could not“' 
confirm that the municipality conducted it’s affairs in a manner which was consistent with 
the IDP (section 36 of the Local Government Municipal Systems Act, 2000, Act No 32 of 

2000) , nor whether resources were allocated in terms of the municipality's annual budget 
were based on development priorities and objectives as set out in the IDP (Regulation 6 
of the Local Government: Municipal Planning and Performance Management Regulation, 

2001 ) . 


Reported performance information not relevant 


42. The key performance indicators were not clearly defined and were not specific. 

measureable, achievable, realistic and timely as required by Regulation 9 (1) (b) of the 
MSA. 


Reported performance information not reliable 


43. 1 could not obtain sufficient appropriate audit evidence in relation to the performance 
information of the municipality, as the systems used for generating information on the 
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evaluation. Management has based the reported performance information on estimations 
rather than actual achievements. 

APPRECIATION 

44. The assistance rendered by the staff of the Emfuleni Local Municipality during the audit is 
sincerely appreciated. 



A a O I r O R • i' E R A I, 

SOUTH ^ t U t C A 
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